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A  MESSAGE  FROM 
THE  PRESIDENT 

On  behalf  of  your  Public  Employees 
Retirement  Board,  I  am  pleased  to  bring 
you  this  first  edition  of  our  newsletter.  It 
is  just  one  of  the  ways  in  which  the  board 
is  working  to  keep  retirees  and  active 
members  informed. 

As  many  of  you  already  know,  the  re- 
tirement system  staff  in  Helena  are  al- 
ways happy  to  answer  your  questions  in 
writing,  over  the  phone,  or  in  person.  We 
also  publish  handbooks  after  each  legis- 
lature to  include  the  latest  changes  in  law 
that  affect  your  retirement. 

We  will  continue  to  send  a  yearly  state- 
ment of  account  to  all  active  members 
during  August.  We've  updated  the  state- 
ment this  year  to  include  more  informa- 
tion in  a  more  understandable  format. 

Beginning  with  this  current  issue,  we 
are  pleased  to  bring  you  still  more  infor- 
mation through  a  semi-annual  newslet- 
ter. And,  we  are  planning  a  series  of  pre- 
retirement seminars  around  the  state. 

Both  of  these  new  portions  of  our  in- 
formation program  will  be  dependent 
upon  two  things.  First,  are  they  useful 
and  do  you  want  to  see  them  continue? 
Second,  will  our  budget  support  these  ac- 
tivities? 

If  you  will  let  us  know  the  answer  to  the 
first  question,  we'll  do  our  best  to  man- 
age the  second  one  to  make  sure  we  can 
provide  you  with  the  retirement  informa- 
tion you  need  and  the  retirement  system 
you  deserve. 

We  want  to  be  proud  of  our  actions  as 
your  representatives  on  the  Public  Em- 
ployees' Retirement  Board.  We  need 
your  communication,  trust  and  support 
to  paint  an  accurate  picture  of  our  long- 
range  capabilities  and  achievements. 

Let's  stay  in  touch! 

Patrick  E.  McKelvey, 
President 


PERS A  RAINY-DAY  FRIEND 

Many  of  us  realize  we  belong  to  the  Public  Employees'  Retirement  System  only 
because  our  paychecks  remind  us  of  a  deduction  for  PERS  every  payday.  And,  we 
may  think  of  PERS  only  in  terms  of  it  being  a  monthly  retirement  benefit  at  some 
time  in  the  "far  off"  future.  But,  there  are  a  good  many  things  that  PERS  is  good 
for  right  now — or  within  the  next  year  or  two. 

First,  PERS  is  a  type  of  disability  insurance  policy.  If  you  become  disabled 
from  doing  your  job,  and  have  at  least  5  years  of  service  with  the  system,  you  can 
apply  for  disability  benefits  from  PERS.  It  doesn't  matter  whether  the  disability 
was  job-related  or  not,  and  PERS  disability  benefits  are  paid  in  addition  to  any 
benefits  received  from  Social  Security,  Workers'  Compensation,  or  any  other  type 
of  disability  insurance. 

PERS  also  pays  death  benefits  to  your  named  beneficiary(ies)  if  you  die  while 
you  are  in  covered  employment;  within  4  months  after  leaving  covered  employ- 
ment (but  prior  to  retirement);  while  on  a  disability  retirement  allowance,  if  it  has 
been  in  effect  for  less  than  4  months;  or  anytime  while  disabled,  if  you  have  been 
continuously  disabled  since  leaving  service  and  are  not  receiving  a  disability  al- 
lowance from  PERS.  The  death  benefit  can  only  be  reduced  if  your  beneficiary  is 
receiving  benefits  from  Workers'  Compensation  because  your  death  was  deter- 
mined to  be  job-related. 

If  you  are  temporarily  or  permanently  laid-off  because  of  a  reduction-in-force 
(RIF)  or  program  elimination,  you  are  eligible  to  begin  receiving  a  monthly  retire- 
ment allowance  from  PERS  as  early  as  age  50,  provided  you  have  at  least  5  years 
of  service,  or  at  any  age  if  you  have  at  least  25  years  of  service.  These  monthly 
retirement  benefits  will  be  paid  to  you  regardless  of  whether  you  are  receiving 
Unemployment  Insurance  benefits  or  go  to  work  for  another,  non-PERS  em- 
ployer. If  you  later  go  back  to  work  for  a  PERS  employer,  your  retirement  bene- 
fits will  be  discontinued  and  you  will  again  begin  making  contributions  to  the  re- 
tirement system  and  earning  additional  service  credits  toward  your  future 
retirement. 

Whether  or  not  you  may  be  eligible  for  a  retirement  allowance,  as  described 
above,  anyone  terminating  covered  employment  can  elect  to  receive  a  refund  of 
his  or  her  total  contributions,  plus  interest,  in  lieu  of  any  future  retirement  bene- 
fits. If  you  terminate  because  of  a  RIF,  you  will  receive  a  refund  within  a  few  days 
of  making  application  without  having  to  wait  the  usual  time  period  before  receiv- 
ing the  refund.  If  you  go  back  to  work  for  a  PERS  employer  in  the  future,  you  can 
then  "buy-back"  that  service  and  eligibility  for  future  retirement  benefits. 

So,  now  we  know  what  our  retirement  system  is  really  good  for — besides  an 
excellent  nest  egg  for  our  "golden  years!'  It's  also  an  umbrella  for  the  rain  that 
sometimes  falls — even  in  Montana! 

If  you  find  yourself  in  need  of  an  umbrella,  call  or  write  to  your  friends  at  the 
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NEED  MORE  INFO 
ABOUT  RETIREMENT? 

If  this  newsletter  has  answered  a  few  of 
\our  questions  about  retirement,  but  left 
you  with  many  more,  you  may  be  asking 
yourself  how  you  can  get  more  informa- 
tion. Well,  here  are  some  good  places  to 
start: 

P.E.R.D.:  You  can  write  to  us  with 
your  specific  questions  about  service 
"buy-backs,"  retirement  benefits,  retire- 
ment options,  account  totals,  change  of 
beneficiaries — you  name  it! 

If  your  questions  are  more  general, 
we'll  be  happy  to  answer  them  over  the 
phone  or  send  you  the  most  recent  PERS 
handbook.  Or,  if  there  are  a  number  of 
people  who  have  questions  about  the  re- 
tirement system,  you  may  want  to  get 
ahold  of  us  to  schedule  an  informational 
meeting  in  your  town.  If  our  budget  per- 
mits, we'll  be  happy  to  send  out  a  PERD 
staff  person  to  talk  with  your  group. 

Professional  Development  Center: 
This  state  agency  is  sponsoring,  in  con- 
junction with  PERS,  several  Pre- 
Retirement  Planning  seminars  around 
the  state  in  the  coming  year.  These  semi- 
nars cover  such  topics  as  PERS,  Social 
Security,  physical  and  mental  adjust- 
ments to  retirement,  health,  estate  plan- 
ning, and  financial  planning.  For  more 
information  call  444-3985  or  444-3774  in 
Helena. 

Social  Security  Administration:  For 
complete  information  about  your  eligi- 
bility for  Social  Security  benefits,  your 
contribution  and  wage  history,  or  an  esti- 
mate of  retirement  benefits,  contact  your 
nearest  Social  Security  office,  which  can 
be  found  in  the  U.S.  Government  listings 
of  your  telephone  directory. 


EMPLOYER  PICK-UP 


Retirement  doesn't  mean 
hitting  rock-bottom 


Even  though  the  "employer  pick-up"  provisions  of  state  law  have  been  in  effect 
for  almost  a  year  now,  many  of  us  are  still  not  sure  what  this  is  and  what  effects  hg 
has  on  us,  as  individuals.  We'll  try  to  shed  some  additional  light  on  this  tax-' 
deferral  program  in  this  column. 

Since  July  1  1985,  the  "employer  pick-up"  provisions  of  state  law  have  caused 
state  (and  federal)  income  ta.xes  to  be  deferred  on  the  portion  of  your  salary  which 
pays  your  retirement  contributions.  Therefore,  the  taxable  federal  and  state 
wages  on  your  annual  W-2  form  (box  10)  will  not  include  this  portion  of  your 
salary.  (However,  box  13 — FICA  salary  will  include  this  amount.)  You  must  not 
deduct  the  amount  of  your  retirement  contributions  again  on  your  federal  or  state 
tax  returns. 

State  tax  liability.  If  you  leave  covered  employment  and  elect  to  receive  a 
lump-sum  refund  of  your  accumulated  contributions,  the  amount  you  contrib- 
uted after  July  I,  1985,  will  become  taxable  on  your  Montana  income  tax  when 
you  actually  receive  the  deferred  amount  as  a  refund.  Interest  paid  on  your  ac- 
count is  not  taxable  on  your  state  tax  returns.  Monthly  retirement  or  disability 
benefits  are  not  ever  taxable  on  state  tax  returns. 

Federal  tax  liability.  If  and  when  you  elect  to  receive  a  lump  sum  refund  of 
your  accumulated  contributions,  you  must  pay  federal  ta.xes  on  any  tax-deferred 
contributions  deposited  into  your  account  after  July  1,  1985,  and  any  interest 
which  has  accrued  to  your  account  over  the  entire  period  of  your  inembership. 

In  addition,  your  monthly  retirement  benefits  are  taxed  as  ordinary  income  on 
your  federal  tax  return  to  the  extent  they  exceed  "your  cost!' 

"Your  cost,"  for  federal  tax  purposes,  is  the  amount  of  your  already-ta.xed  con- 
tributions (e.g.  those  mandatory  contributions  you  made  prior  to  July  1 ,  1985). 

The  Internal  Revenue  Service  (IRS)  has  two  methods  of  determining  the  tax- 
ability of  retirement  benefits:  ( 
Three-year  cost  recovery  rule.  If  the  retirement  benefits  you  receive 
during  the  first  36  months  of  retirement  equal  or  exceed  "your  cost,"  all 
benefits  are  excludable  from  your  gross  income  until  they  equal  "your 
cost!'  All  benefits  received  thereafter  are  fully  taxable  as  ordinary  in- 
come. (This  is  the  rule  which  will  apply  to  most  retirees.) 

Regular  annuity  rule.  If  the  benefits  received  in  the  first  three  years 
are  less  than  "your  cost,"  a  portion  of  each  benefit  received  during  your 
lifetime  will  be  excluded  from  your  gross  income.  Contact  the  IRS  for 
specific  details. 

Federal  and  state  tax  information  returns.  IRS  Form  W'-2  will  be  sent  to  all 
covered  employees  by  their  employers  each  year.  The  amount  of  taxable  wages 
(box  10)  will  not  include  the  portion  of  your  annual  salary  which  has  been  tax 
deferred.  However,  box  13  (FICA  wages)  will  include  these  amounts  and,  there- 
fore, will  be  more  than  box  10.  Use  box  10  amounts  to  report  your  taxable  wages 
on  both  your  state  and  federal  tax  returns  each  year.  Do  not  deduct  the  amount  of 
your  PERS  contributions  again. 

IRS  Form  W-2P,  will  be  mailed  to  each  retiree  no  later  than  the  last  working 
day  of  January  each  year.  This  form  shows  the  total  benefits  received  and  any 
federal  income  tax  withheld  in  the  previous  year. 

IRS  Form  1099R,  will  be  mailed  to  each  terminated  member  who  requested  and 
received  a  lump  sum  refund  of  their  contributions  and  interest.  The  amount 
shown  as  ordinary  income  on  this  form  will  be  the  sum  of  the  employer  picked-up 
portion  of  the  employee's  contributions  and  any  interest  paid  and  will  be  subject 
to  federal  taxes  that  year. 

Montana  Form  6104  will  also  be  sent  to  terminated  members  who  received  a 
lump-sum  refund  of  their  accumulated  contributions  indicating  the  portion  of  the 
refund  which  has  been  reported  as  state  income  and  subject  to  Montana  income 
taxes  that  year.  This  amount  will  be  different  than  the  amount  listed  on  the  federal 
form  and  care  should  be  exercised  not  to  confuse  the  two. 


Rollover  of  refund.  Upon  receipt  of  a  lump-sum  refund,  terminated  mem- 
bers will  be  notified  exactly  how  much  of  that  refund  has  not  previously  been  in- 
cluded in  their  taxable  income  for  any  tax  year.  If,  within  60  days  of  receipt,  the 
indi\  idual  deposits  that  amount  into  another  qualified  plan  or  IRA,  the  amount 
Fredeposited  will  not  have  to  be  included  in  that  person's  state  or  federal  taxable 
income  during  that  year  but  may  continue  to  be  deferred  until  actually  "received!' 
Transferring  this  amount  to  another  qualified  plan  or  IRA  will  not  be  affected  by 
the  annual  limits  which  otherwise  exist  on  the  amount  you  may  deposit  in  an  IRA. 

If  you  have  any  further  questions  about  the  tax  ramifications  of  "employer 
pick-up"  please  call  or  drop  by  the  PERS  offices  in  Helena  and  we'll  be  happy  to 
answer  your  questions. 


BEWARE — Keep  In  Mind 

Reprint — The  Wall  Street  Journal 

Comparing  Universal  Life  Policies 

For  a  40-year-old  man,  nonsmoker;  $250,000  death  benetit 
and  .$2,500  annual  premium 

QUOTED  INTEREST  RATE       "^^^  °^  RETURN* 

COMPANY 


ON  SAVINGS  PORTION          5  YEARS  10  YEARS         20  YEARS 


JefFerson  Standard 

10.7% 

-19.1% 

5.0% 

9.0% 

Life  of  Virginia 

10.25 

8.9 

9.4 

9.9 

Massachusetts  Mutual 

9.70 

-11.7 

2.9 

7.5 

USAA 

10.25 

6.8 

8.6 

9.8 

•Calculated  by  National  Insurance  Consumer  Organization,  assuming  companies'  current   interest  rates 
and  expense  charges  and  market  rates  for  low-cost  term  insurance 


CHANGING  YOUR 

BENEFICIARY 

AFTER  RETIREMENT 


As  some  of  us  know,  the  1985  Legislature  amended  the  PERS  statutes  to  pro- 
vide retirees  the  option  of  designating  a  different  beneficiary  and  changing  their 
retirement  options  in  certain  circumstances. 

If  the  beneficiary  of  an  optional  retirement  allowance  —  usually  a  spouse  —  has 
died  or  become  divorced  from  the  retiree,  the  retiree  may  make  a  written  request  to 
the  board  to; 

—  convert  his  optional  retirement  allowance  to  a  regular  retirement  allow- 
ance, and/or 

—  designate  a  different  contingent  annuitant  and  select  a  different  retire- 
ment option. 

In  the  case  of  a  divorce,  the  above  changes  can  be  approved  only  if  the  former 

spouse  has  not  been  granted  the  right  to  receive  the  optional  retirement  allowance 

as  part  of  the  divorce  settlement.  If  the  request  meets  these  statutory  require- 

I  ments,  the  board  will  actuarially  adjust  the  retiree's  monthly  retirement  allowance 

to  reflect  the  change(s)  requested. 

(continued  on  back  page) 


ELECTRONIC  DEPOSIT 
NOW  AVAILABLE 

PERS  retirees  and  beneficiaries  now 
have  a  new  and  better  option  for  the 
monthly  payment  of  their  benefits.  Be- 
sides the  mailing  of  an  actual  paper  war- 
rant either  to  your  home  or  to  your  bank, 
you  can  elect  to  have  this  amount  directly 
deposited  into  your  bank  account  by  way 
of  an  "electronic  transfer!' 

Retirement,  disability  and  survivors' 
benefits  are  physically  mailed-out  on  the 
last  business  day  of  the  month.  Depend- 
ing on  weekends,  holidays  and  good-old- 
fashioned  mail  delays,  the  actual  benefits 
can  reach  you  or  your  bank  up  to  a  week 
later.  However,  if  you  elect  a  direct  elec- 
tronic deposit  it  will  be  credited  to  your 
bank  account  on  the  first  banking  day  of 
each  month. 

Because  of  the  large  number  of  indi- 
viduals to  contact  and  the  amount  of  time 
required  to  process  the  paperwork  for 
these  transfers,  the  retirement  division  is 
sending  out  only  100  letters  and  authori- 
zation forms  each  week  to  retirees  who 
are  currently  having  their  benefits  mailed 
to  their  banks  in  order  to  inform  them  of 
this  new  option — so  if  you  haven't  re- 
ceived one  yet,  you  will.  If  you  are  cur- 
rently receiving  your  retirement  check 
mailed  to  you  at  your  home  and  would 
prefer  to  have  it  transferred  directly  to 
your  bank  account,  please  contact  the  re- 
tirement division  to  request  an  authoriza- 
tion form. 

When  you  receive  your  authorization 
form,  you  will  need  to  fill  out  the  top  por- 
tion and  then  have  your  bank  fill  out  the 
bottom  part.  If  your  bank  account  is  a 
joint  account,  both  you  and  your  spouse 
(or  whoever  else  jointly  holds  this  ac- 
count) must  sign  this  form  and  have  your 
signatures  notarized.  Most  banks  have  a 
notary  who  can  do  this  for  you  at  the 
same  time  as  the  bank  fills  out  their  por- 
tion. 

You  will  find  complete  instructions  on 
the  back  of  the  authorization  form  when 
you  receive  it.  By  the  way,  if  you  can't 
find  a  copy  of  your  retirement  number  in 
your  records,  leave  it  off  and  the  retire- 
ment division  will  fill  it  in  for  you. 

To  date,  response  from  retirees  has 
been  excellent  to  this  electronic  deposit 
option.  We  hope  you'll  take  advantage  of 
it,  too. 


"Changing  Your  Beneficiary  After  Retirement"  continued  .  .  . 

In  the  case  of  the  death  of  the  spouse,  the  resulting  regular  retirement  allowance 
will  be  the  same  dollar  amount  as  the  retiree's  optional  benefit  at  the  time  of  his 
beneficiary's  death.  If  the  retiree  subsequently  designates  a  different  beneficiary 
and  selects  another  optional  retirement  allowance,  his  regular  retirement  allow- 
ance will  be  reduced  by  the  optional  retirement  factors  which  were  in  effect  at  the 
time  of  his  original  retirement  from  the  system. 

In  the  case  of  a  divorce  from  the  spouse,  the  regular  retirement  allowance  will  be 
the  dollar  amount  of  the  original  regular  retirement  allowance,  as  calculated  at  the 
time  of  the  member's  retirement,  plus  any  cost-of-living  adjustments  enacted 
since  that  date.  If  the  retiree  subsequently  designates  a  different  beneficiary  and 
selects  another  optional  retirement  allowance,  his  regular  retirement  allowance 
will  be  reduced  by  the  optional  retirement  factors  which  were  in  effect  at  the  time 
of  his  original  retirement. 

For  more  information  and  specific  calculations,  please  contact  the  retirement 
division. 
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